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: What People Are Writing About

what people are writing about
BOOKS

Integrated Managerial Controls
by R.
Boyce, American Elsevier
Publishing Company, Inc., New
York, 1968, 372 pages, $14.50.
The concept of overall manage
ment control has been neglected,
this author feels, because of over
emphasis on specific systems to
control narrow areas of activity.
In this book he attempts to restore
balance by explaining and illus
trating management planning and
control as an integrated closed-loop
process.

With the development of the
electronic computer, fully inte
grated control of operations has
become feasible for a company of
any size. The mere act of know
ing and understanding the signi
ficant facts about the business is
sufficient to bring tremendous
changes into every sector of a
company’s activities.
With this as a thesis Mr. Boyce,
an Australian management con
sultant, outlines the essentials of a
fully integrated control system for
a manufacturing company. An ef
fective management control sys
tem, he says, requires the combin
ing of policies, procedures, and
information processing to give di

rection to the activities of the en
terprise by clearly establishing
goals, by measuring progress to
ward these goals, by indicating or
initiating corrective action, and by
displaying the potentials for fur
ther improvement.
Since planning and control are
interdependent functions — either
one largely useless without the
other—and difficult to discuss sepa
rately, Mr. Boyce starts with the
nature of the management process,
planning, setting objectives, organ
ization for control, and manage
ment’s overall reporting needs.
Then he goes on to control in func
tional areas—finance, marketing,
production, and investment. After
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This lavishly
illustrated,
hand
are described for basic accounting
chapters on the roles of data proc
somely printed book is somewhat
essing and operations research in
functions, and a short-form single
specialized in appeal but probably
control he concludes with some
application questionnaire is shown.
worth the price to those who are
The section on EDP tools for the
specific examples of controls in

seriously interested in the critical
auditor covers the use of common
use, including a hypothetical case
path method.
utility programs, special purpose
study.
Appendices explain standard set
programs, statistical sampling pro
ting, the computer, computer sys
grams, random number generation
tems, and various control indices
programs, and test decks. A com
EDP for Auditors by Harry L.
plete test chart for an audit pro
and sample reports. One hundred
rown, CPA, John Wiley & Sons,
twenty exhibits range from a typi
gram to total a file and select
Inc., New York, 191 pages, $7.95.
cal Pareto curve and sample budg
items for additional audit tests is
presented. In the appendices are
ets to PERT networks.
Even the auditor who does not
This book, Mr. Boyce says, has
a glossary and illustrative memo
plan to use the computer in his
randa and letters based on actual
deliberately been “confined to un
own work will sooner or later con
sophisticated essentials, expressed
data processing internal control
front it in a client’s office. Here is
reviews.
in simple terms and illustrated by
an attempt to prepare him for that
examples which are applicable,
So many books on this subject
day.
with but minor change, to a great
are now available to the auditor he
many companies of all varieties.”
has little excuse for not having
The specialized knowledge re
Rarely, however, does a book ap
already mastered it. However, this
quired to understand computer
pear that
effectively combines
is one of the most complete and
processing of business data can and
broad basic concepts with prac
best organized yet published. The
must be mastered by the auditor,
laggards would do well to start
tical details.
says Mr. Brown, a manager for
with it.
Ernst & Ernst and the man who
developed that firm’s staff training
program
in data processing. The
Resources Management by R. L.
MAGAZINES
purpose
of
his book is to increase
Martino, MDI Publications, Man
the auditor’s ability to understand
agement Development Institute,
processing
concepts; to communi
The Accounting Profession at
Inc., 130 West Lancaster Avenue,
cate
effectively
in the new disci
the Crossroads by John Dearden,
Wayne, Pennsylvania 19087, 1968,
pline; to learn the techniques of
Cost and Management, March,
145 pages, $19.95.
evaluating the effectiveness of in
1968.
ternal control when electronic data
This book, narrower than its
processing is used in an accounting
A well known academician
title suggests, is actually a descrip
system; and, finally, to use the
gues that management accountants
tion of Multiple-Resource Alloca
computer as an audit tool.
are devoting too much attention to
tion Procedure, a refinement in
The first section of the book ex
information processing and too
network scheduling.
plains EDP for the auditor, ac
little to costing and financial con
countant, bank examiner, or busi
trol.
Finding the critical path (by
ness executive who is not already
network diagraming) is only the
familiar with it. Mr. Brown starts
The theory, which Professor
first step in scientific project sched
with punched cards and goes on
Dearden considers fallacious, that
uling. Then resources must be dis
to computer principles, hardware
all management information can
tributed among the various activi
configurations and capabilities, and
now be handled in a single inte
ties that make up the project in
programing.
grated system is leading account
such a way
to produce an effi
The second section deals with
ants to a dead end, he asserts. By
cient schedule. That is the subject
internal
control.
Its
most
significant
aiming at the job of “director of
of this book.
feature is a complete questionnaire
management information,” which is
The author describes his own
for evaluating the internal control
technique for distributing resources
only peripherally related to ac
in data processing operations. The
among the activity components of
counting (in this author’s view),
author
explains
the
why
of
each
a project, MAP (Multiple-Resource
they are neglecting vital opportu
item on the questionnaire and
nities that are inherently theirs.
Allocation Procedure); tells how
evaluates possible answers. Topics
Specifically, he charges, account
allocate one and then a number
covered in the questionnaire in
ants are getting more and more
of resources; and illustrates the ap
clude equipment, applications, or
deeply involved in data processing,
plication of the method first to a
ganization, operations, and internal
which is, “at best, only indirectly
single project and then to multiple
audit.
Specific
control
techniques
related
to the accounting disci
projects.
https://egrove.olemiss.edu/mgmtservices/vol5/iss6/8
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pline.” They are doing little or
nothing to develop the new costing
techniques required by modern
business. They are doing little or
nothing to develop and apply the
new financial control techniques
required by modern business.
The role of the management in
formation specialist, despite the
sweeping claims now being made
for it, will evolve into the super
vision of computers and routine
data processing, Professor Dearden
predicts. And data processing, ex
cept as it applies to processing
accounting data, is not a part of
the accounting profession. This
does not mean that the controller
or chief accounting officer should
not supervise it. But it should not
be his chief concern, for, this au
thor claims, he has bigger respon
sibilities—and these responsibilities
are not being fulfilled.
In recent years, Professor Dear
den says, management has needed
all types of different costs under
various sets of assumptions, and
cost accountants have been unable
(or unwilling) to provide them.
Examples are forward estimates of
product costs and cost estimates
required for application of PERT/
Cost systems, economic order
quantity calculations, simulation
models, and bidding. In all these
cases operations researchers, en
gineers, and product planners have
begun to develop their own cost
estimates, by-passing their account
ing departments.
Accountants should be doing this
job, Professor Dearden asserts. ll
these costs are based on some type
of accounting data, which can be
evaluated effectively only by
trained cost accountants, and only
the cost accountant, being inde
pendent from the decision making
process, can be relied on to be im
partial. Therefore, this author rec
ommends, accountants should get
to work now to solve some of the
critical cost determination prob
lems that have been plaguing busi
ness and to develop new cost tech
niques to solve “the intricate prob
lems now faced in business de
cision making.”
Published by eGrove, 1968

November-December, 1968

Similarly, Professor Dearden
charges, accountants have been
dragging their feet on problems f
financial control. They have taken
an oversimplified view of financial
control, leaning too heavily on
standard cost variance analysis.
They have neglected applicable
concepts developed by organiza
tional behavior researchers. They
have let too much responsibility
slip into the hands of budget ana
lysts who are not accountants.
If accountants do not stop pursu
ing the computer so ardently, Pro
fessor Dearden concludes, they will
find themselves in super-clerical
jobs while others will take over in
the areas where accountants are
best fitted to make a real contribu
tion to management.
Professor Dearden’s case may
not be accepted by all accountants,
but this provocative article is cer
tainly worth their attention.

Marketing and Management Sci
ence—A Marriage on the Rocks?
by John J. Cardwell, California
Management Review, Summer,
1968.
Successful applications of oper
ations research techniques to mar
keting strategy are rare but pos
sible, this McKinsey study con
cludes.

Except for the area of logisticsinventory control and the like —
management science (operations
research) has so far had little im
pact on marketing. Since success
in marketing hinges on strategy
far more often than on logistics,
this relatively poor record raises
the question of whether manage
ment science really can be profit
ably applied in marketing. After a
survey of fourteen large companies
considered to be leaders in this
field, Mr. Cardwell concludes that
it can.
The survey conducted by Mc
Kinsey & Company found OR ap
plications to be commonplace at
one end of the marketing spec

trum, the end where administrative
systems and information systems
fall. Included in these applications
are order processing, delivery
scheduling, inventory management,
commission plans, sales analyses,
sales budgets, and forecasting.
Most of the large companies in the
McKinsey survey had successfully
computerized some of these sys
tems—in some cases “with striking
success.”
The key to this record, Mr. Cardwell points out, lies in three char
acteristics that these systems have
in common: accurate inputs, well
defined relationships, and a meas
urable (optimum) end product.
Most successful OR problems share
these characteristics.
Strategic marketing problems do
not. This means, according to Mr.
Cardwell, that a different approach
is necessary. problem orientation
must be substituted for the tech
nique orientation that has proved
so successful in the systems area.
If this is done, this author asserts,
management sciences can offer eco
nomic solutions to certain kinds of
marketing strategy problems.
Mr. Cardwell cites two exam
ples, from the McKinsey survey, of
companies that have used the
problem approach profitably in
marketing strategy. One is a major
oil company that improved its
method of making service station
location decisions; the other is a
food retailing chain that developed
a better method of pricing.
From the study, Mr. Cardwell
concludes, it is possible to draw
five management guidelines:
Focus on specific key marketing
problems, not global issues or pure
research.
Seek out recurring problem situ
ations, not isolated decisions.
Select only areas where the com
pany is willing to make aggressive
changes in strategy.
Be alert to opportunities to ex
pand an initial application to
broader marketing uses.
Recognize that much of the
leadership burden will inevitably
fall on marketing men, not man
agement scientists.
3
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Mr. Cardwell quotes one execu
tive as saying, “The computer isn’t
going to take over marketing; in
fact, nothing much is going to hap
pen until marketing men take over

the computer.” This provocative
article may help to speed the ar
rival of that day.

Tools for R&D Evaluation by
E
Dee Compton, Financial Ex
ecutive, February, 1968.
A chemical research director out
lines some control techniques his
company has found useful.

Hundreds of techniques, none of
them, unfortunately, universally
applicable, have been developed
for the evaluation of research and
development projects. This article
illustrates the application of two
such tools, one for use in planning
a balanced long-term R&D pro
gram, the other for use in deciding
whether a project should be con
tinued.
The first technique is used in
this way:
series of potential
projects is studied in three product
areas: established products, new
products that compete with exist
ing ones, and new products for
new markets. The potential sales of
each product are estimated and
summarized by product area in
the form of three curves showing
the forecast growth of corporate
sales resulting from the R&D pro
grams included in the study. Thus,
the company’s entire growth cycle
is graphed for the ensuing twenty
years; then it is up to management
to allocate available funds to in
dividual projects that will fulfill
the forecast.
The second R&D planning tool,
rather than serving to organize and
summarize a series of projects,
deals with the specific factors ap
plied to a single project at three
stages of its development: two
years before production is antici
pated, four years later, and five
years later. Estimated profit is
shown graphically
a function of

the risk involved in assuming that
a given return will be realized. The
slope of the curve measures the
quality of the estimate. Thus, a
simple graph presents not only the
best estimate of profit but also the
odds in favor of achieving any
given return.
In the first stage the estimates
are rough and the curve is steep.
In the second stage the greater ac
curacy of the estimates permits the
use of sophisticated techniques of
calculating return on investment.
In the third stage the curve is flat
test of
In the two later stages
the emphasis is on justification of
additional investment.
There are other ways of doing
the same thing, Mr. Compton con
cedes, but he says his company has
found the graphic techniques help
ful. However, he emphasizes, no tool
is a substitute for judgment; the
basic problems of administering re
search and development remain.
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